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Letter to Shareholders 


In order to give the shareholders an up-to-date view of 
our activities, this letter and the following summary of 
operations are current to February 15, 1985 — although 
the financial statements are to our year-end of 
September 30, 1984. As discussed in our last annual 
report, our prime objective for 1984 was to arrange a 
joint venture at the Mosquito Creek Gold Mine. This we 
were successful in doing, The Mosquito Creek Gold 
Mining Company Limited entering into a joint venture 
agreement with Hudson Bay Exploration and 
Development Company Limited. In order to facilitate this 
joint venture between Mosquito Creek and Hudson Bay, 
Peregrine agreed to sell its 50% interest in the mine and 
claims to Mosquito Creek for a consideration of 
5,983,800 shares, this transaction making Peregrine the 
major shareholder of Mosquito Creek with 49% of the 
outstanding shares. 


On July 1, 1984, Hudson Bay commenced their 
program of exploration and development. On December 
14, 1984, Hudson Bay had expended the agreed upon 
$1,000,000 and gave notice that they would not 
exercise their option to spend another $4,000,000 to 
earn a total of 50% in the mine and claims. They have 
however, by the expenditure of $1,000,000 earned a 
10% interest in the operation. 


Therefore, once more our primary objective for 1985 is 
the arranging of a joint venture. Towards this end 
negotiations have been entered into with Wharf 
Resources Ltd. for Mosquito Creek to purchase ail of the 
adjacent ground and old workings of the Island Mountain 
Mine. An agreement has been reached subject to 
regulatory approval and finalization of documents. A 
portion of these claims were formerly held under lease 
by Mosquito Creek but upon final execution of this 
agreement all the workings will be owned outright by 
Mosauito Creek. 


In addition, Mosquito Creek is conducting its own 
underground exploration program utilizing a technique 
which so far has shown great promise in the location of 
the discontinuous high grade ore bodies which 
characterize this property. If this promise becomes a 
reality (and we are optimistic that it will) we envisage 
that all the ingredients will be there for an ultimately 
successful operation and therefore a most attractive 
package for a joint venture. 


During the year we decided to delist the company’s 
shares from the Vancouver Stock Exchange; they were 
listed in anticipation of a public financing to follow one 
by Mosquito Creek during the summer of 1984. As we 
no longer expect to do a public financing through the 
facilities of the VSE, and as we have adequate facilities 
for this purpose in the Alberta Stock Exchange should 
the climate for such issues improve, it Seemed an 
unnecessary expense. 


Submitted on behalf of the Board 


Ar aaa: 


C.J. McFeely, P.Eng. 
President 


February 15, 1985 


The Mosquito Creek Gold Mine 


Although the milling operations were discontinued in December, 1983, the mill was put in operation for a short period early in 
1984, during which period 2329 tons of ore were processed yeilding 1358 ounces of gold. 

As mentioned in the preceeding letter to the shareholders, a joint venture agreement was signed between Mosquito Creek and 
Hudson's Bay Mining and Exploration Ltd. Peregrine, to facilitate this agreement, sold its interest in the mine to Mosquito Creek for 


a consideration of 5,983,800 shares — which comprised 50% of the outstanding shares at the time of this transaction. Hudson 
Bay have since acquired 250,000 shares for a consideration of $200,000.00 and therefore Peregrine has slightly less than 50% of 


the total shares issued. 
The Hudson Bay Program is summarized as follows: 


Underground Drift gi. cs. 8 cc: ey eles atu ccc ee acre tae ae ae ee 1424 Feet 
Grosscutting Amd: SIASHIMG sy cts wha vcctor gee nae er ee er 552 Feet 
Uiniclenecoutnc! [Dieinnointe! Dillline) (RECOWEAY CED90)) ace eo ve seo v sees anuvaneveasvowvonnanes 8769 Feet 
Surface DrillinGier. 6 oatorNiy ees tyre eee hee eaten Seacrest SMolmect 
Underground Percussion Drillimc' xeyeers eames ery ects eta er et er ese rr nee 3018 Feet 


The program was designed primarily to establish ore reserves in the downward extension of the “Kutney” zone — a surface 
outcrop of ore from which approximately 1600 tons of ore had been extracted during the summer of 1983. To this end the second 
and third levels were extended towards this inferred downward extension 633 feet and 745 feet respectively. 


For whatever reasons, the underground extension of this ore trend was not found within the limitations of the $1,000,000.00 
agreed-upon initial commitment and Hudson Bay decided not to continue the program. On December 14, 1984 Hudson Bay gave 
notice of their intention to terminate the agreement as of January 14, 1985. For their $1 million expenditure they have earned a 
10% interest in the operation. 


Mosquito Creek has however continued to explore these underground workings using a geophysical technique which seems 
ideally suited for the type of ore bodies characteristic of this mine and of the older Island Mountain Mine which adjoins the 
Mosquito Creek property to the southeast. 


Anticipating that this technique is successful in finding ore bodies bypassed in our own workings — which are of relatively 
modest extent — it appeared that a unique opportunity existed for the application of this technique in the literally miles of old 
workings adjacent and readily accessible to the Mosquito Creek Mine. Mosquito Creek therefore has negotiated an agreement to 
purchase for shares all the ground adjacent to the Mosquito Creek claims containing the Island Mountain workings. The 
agreement is subject to regulatory approval. 


Oil and Gas Properties 


Canada 
Coutts, Alberta (Peregrine 25%) — We installed a facility for removing HS and put a shut-in gas well on production. 


Virden - Daly, Manitoba (Peregrine 50% before payout 25% after payout) — Completed a successful oolite zone oil well which 
has averaged 26 barrels a day during the first two months of production; this well is adjacent to a waterflood and will therefore 
probably not decline appreciably from this initial rate. More important, there are six or seven potential offsets to this successful 
well (Peregrine 25% in offsets). 


Through our association with an associated company with extensive lease holdings in Manitoba, Peregrine will from time to time 
be offered participations in similar close-in offsets to good quality producers. We fully expect that during 1985 development drilling 
in Manitoba will turn things around for the company and in expectation of this have arranged a $300,000.00 flow-through financing 
to provide funds for the initial stages of this development program. 


Wainwright, Alberta (Peregrine 100%) — We drilled an offset to a McLaren sand oil producer which resulted in a modest 
producer; we have an offer to purchase this well at our cost and upon consummation of this deal will use the funds for further 
development drilling in Manitoba. 


United States 


Sweetgrass, Montana (Peregrine Inc. 20%) — We were carried for 20% on a Moulton sand play near Sweetgrass, Montana. The 
well was dry but we intend to drill a follow-up on this play early in 1985. The Moulton sandstone is at a shallow depth and is an 
extremely prolific oil producing reservoir. A Moulton oil discovery would have an explosive effect on the company’s prospects for 
1985. 


., ... -_ =) i) iain 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of Peregrine Petroleum Ltd. as at September 30, 1984 and the consoli- 
dated statements of loss, deficit and changes in financial position for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as at September 
30, 1984 and the results of its operations and changes in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


t Kg frane 


Calgary, Alberta Chartered Accountants 


December 7, 1984, except for note 6 
which is as of January 14, 1985 


PEREGRINE PETROLEUM LTD. 
Consolidated Balance Sheet 


as at September 30, 1984 


ASSETS 


CURRENT ASSETS 


Ah 1s) 81 (0) & emrere eran renraees ve eer Marder olor ccna eer i Me seus bee 
Marketable securities — at lower of cost and quoted market 

value $4°4807 1983. $60,635 (Mote 4) gears ener oer ee ee 
Debenture receivable from a related party (note 9).......................... 
Due-trormya related Darty 2m rac xee sc) ee weer ee ieee enero mene 


PROPERT Y-AND EQUIPMENT) ——cat COST MOC 55) ieee ene eee ee 
INVESTMENT IN SIGNIFICANTLY INFLUENCED COMPANY (note 6) ............. 
OTHER;ASSET-S — at COStH im areata ce roe ee er 
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1984 


277,113 
169,225 


3,920 
248,093 


698,351 


1,567,245 
628,087 
26,100 


2,919,783 


1983 


dill 8 
110,105 


60,635 
591,413 
51,345 


1,025,296 


31 24,095 


6,600 


AgLO9,O0N 


1984 1983 
$ $ 
LIABILITIES 
CURRENT LIABILITIES 
BanaiiGed CORCSSMmmEn me pr eeMR eh LO8) Ml ia ka sual a a een eee Mae 1,856 
Bocoums payvanie and accrued liabilities 9.54.4. 5.0. 5.585. see ee eke 210,017 214,834 
Memo Te aleCrDantieS (MOIS 9) Paros. fe a lags ond. de Sle oe ee ek wee 455,017 695,380 
Obligations under capital lease, current portion ..........0000 00.000. ee. 48,633 
nC CHICO CU ent DOMONe. 186 cae (ae eo ord es eee eee ee wee 50,411 
665,034 10144 
LONG-TERM DEBT 
EMTS OETA MOWED nth OR SIR a eae eee a hare eee Se aera Sener 1,274,000 1,274,000 
Debenture payable to a shareholder 
diciucngaccrued interest) (NOIG-/)in su. seh < oh oad noes 4 chews he oanas 1,909,054 1,644,281 
Accrued interest payable toashareholder..........00.. 0000000000 cee. 292,034 292,034 
PMOMeHIC COMO Ue SuialCMOIWCi ws = ate eo aay adie San oe eee ee oe 12,228 TE Weis) 
RIAWeGTe OMMaCUDAY AD Cua ces ae rea eee why os ohana ln faihGuta ce cee wane ole arvana ee 84,977 
Obligations under capital lease, less current portion......................4.. 71,504 
3,487,316 SEG) 
SOD CMON PREPAYMENT same 26 04 css Sera oad Soe eae ee 33,656 19,834 
4,186,006 4,404,899 
DEFICIT LESS CAPITAL STOCK 
Deg 0 1 MN en el ae Br 2 is a eR eos DOMES Rie eee Oe eA 6,396,333 4,877,458 
OA Nom Che(MOleSiiaO ANC.) 3) <span cccata sc ite Ged 56 et ge oe 4,885,371 4,632,110 
ELOW-lHROUGH SHARE SUBSCRIPTIONS (note 8) ..............2.55...5... 244,739 — 
(1,266,223) (245,348) 
2,919,783 4,159,551 


PEREGRINE PETROLEUM LTD. 
Consolidated Statement of Deficit 


for the year ended September 30, 1984 


1983 
$ 


4,305,948 
= 571,510 


1984 
$ 
BALANCE — BEGINNING: OF YEAR Vox. 2s ee re eee 4,877,458 
Loss for the’ years 05 62.5 cu oy #0 sacl Coes ho ee eee ee 1,518,875 
BALANGE — END OF YEAR ©. 2. 5 2 cecg ene coe ere et nie ee 6,396,333 


PEREGRINE PETROLEUM LTD. 
Consolidated Statement of Loss 


for the year ended September 30, 1984 


4,877,458 


1984 1983 
$ $ 
INCOME 
Production mine: a, oe) ie ee 659,503 1,959,321 
— oil and gas (including Alberta Royalty Tax Credit)................ 459,620 618,432 
IRtSOFESt-. ggg cc ee eh ce Se ew eee 37,759 81,846 
1,156,882 2,659,599 
EXPENSES 
Production — Mine... Sdu.bwe 5 oe ee 533,507 1,063,144 
=~ Oil ANG GAS). 5. Sicced cease ee ae ee ee ce 137,817 101,156 
General'and administrative ser 2 yyeae creer nnn ee 150,670 234,295 
Loss (gain).on-foreign currency translationicgy eae eerie een ee 27,125 (61,290) 
Interest — longterm debt = 2. 2.2 a. cues eee 449,164 319,044 
= CUITOME sg. ces soc sect, ec otha oe Ad ge ae ae a 90,463 
Lease rentals 5 o.oo gi 5a os tows ee Bee ey ce ee 5,756 3,340 
1,304,039 ef DOM Se 
EARNINGS (LOSS) BEFORE. OT HER'CHARGES gegen (147,157) 909,447 
OTHER CHARGES 
Depletion and depreciation’ —nmine@iiae a = eee eee eet 240,151 1,028,102 
=— Oilkand GaSe, Gi. teen een ee 59,697 93,548 
Dry holes, abandonments and write-down — oilandgas ..................... 1,003,364 319,304 
Mining claims abandoned. 5. rey ene ee 60,274 
LOSS BEFORE THE FOREO WING iat eeeaee 1,450,369 591,781 
OTHER INCOME (EXPENSES) 
Gain on sale of interests in oil and gas properties .............. 00... 0000000. 20,000 
Gain (loss) on sale or write-down of marketable 
SOCUMILIOS ana. cn de hd sw, Se tn Bk a eer ee en (31,740) 271 
Equity in loss of significantly influenced company .................. 0000000. (36,766) 
LOSS FOR: THEY EAR Wy. 5 eee eae ee 1,518,875 Sy Al jen 
LOSS PER SHARES eo enc) 7h. eee tre ces ie se .30 ake 


PEREGRINE PETROLEUM LTD. 


Consolidated Statement of Changes in Financial Position 


for the year ended September 30, 1984 


SOURCE OF WORKING CAPITAL 


Provided from operations — 
MOSSIWIUNSWEE 0 O95 Be Sel eg ee ee et ee ee ae 
Items not affecting working capital — 

Depletion and depreciation — mine...................... 00 eee eee. 
= ON ANC AS e tom erssek tnt Set caver doen ya Re 
Dry holes, abandonments and write-down — oilandgas................ 
Mano elalbtisraDanOnCCma mare ae ayer, Che re a eke eg 
Equity in loss of significantly influenced company ..................... 

Gain on sale of petroleum and natural gas 
ORG) Sere. os > eke Mee ae Trae ee te oe Om eR Ee 


Proceeds from flow-through share subscriptions received 

falSte@mec Ol OOO Fal. Fo Reet, gece ace Mera on, Lele el A ee ea td Be te 
ErocecdsiloimSale-O1 DFODEIICS csc Jo ada ek ek ees He ok oe eee lem eee | 
PEOeeCUS Onriscudnice-Ou.capital SlOCK .cnq6 occ ced bm oe es 1 eee A eee OG BO ee 
ASM OCUCHOUl (LH COAVINGMULs alec act S o) salesee do ead OR bw 95 a xpos ees 
BetOCUnmMaCeliv G:DAVINel Samm fate were cts ea ages sae ce ate Sac talks cere s 
Increase Imaavances froma shareholder ..< 2... enc eee ee ae ee 
Increase in debenture from ashareholder .................0. 0000.00.00 004. 
Increase in accrued interest payable toashareholder........................ 
MeL Se I ialice COMMACE DAVADIO!. 2. 228 «ow Uae wk Ae oe ee ee 
ic are 7 ee erg Oe a8 Ee eu, Me PO eed Re 


USE OF WORKING CAPITAL 


Reclassification of marketable securities to investment in 

SomiCamivaliilicicec COMPAnly ates tah ee Pa eee Sir sea Aedes 
Additions to mining property and equipment ................ cee ee eee 
Additions to oil and gas properties andequipment.......................0.. 
DeeneasoiiraGv ances tO Shanenoldel 2 aa Sits te Ale cue oe es 
PCIAICHSHO OLAS S aeamiey wes ia iiss cme ho cine kee gaie Routan UY we Oa Miche ness 
Eero ss MDARK TOA iment A tee Re tg ths. 5 oe eee antes Aan anon 2 
BecressomnOundaions uncel,capital |CASC. ss Gis nays. 5 cietala Miran sr ert thon tee ws 


eB Eo INNVORKING CAPITAL axes a ete oats nud etek O 6 Or ads ie oth at hoe See 
WORKING CAPITAL (DEFICIENCY) — BEGINNING OF YEAR .................. 


WG MINGcn@AritAle— END OR YEAR (2. 2c tete gies wins Gee eid wah eee ee 


1984 


(1,518,875) 
240,151 
59,697 
1,003,364 


36,766 


(178,897) 


498,000 
72,144 


13,822 
29,080 
5,073 
264,733 


2,969 


706,924 


24,975 
198,441 
444,873 


19,500 


687,789 


19,135 


1983 


(571,510) 


1,028,102 
93,548 
319,304 
60,274 


(20,000) 


909,718 


20,000 
92,000 
19,834 


1,644,281 
64,139 
84,977 


2,834,949 


1,034,655 
219,147 
13715285 
4,100 
26,000 
93,170 


2,108,357 


126;592 


(112,410) 
14,182 


PEREGRINE PETROLEUM LTD. ; 
Notes to Consolidated Financial Statements 


for the year ended September 30, 1984 
SE SS a aa ee ere 


1. BASIS OF PRESENTATION 


The continued operations of the company as a going concern is dependent upon the ability of the company to obtain 
necessary financing to continue exploration and development activity and upon future profitable production. As a re- 
sult, the company is dependent upon its major shareholder for financial support of operations and advances for capi- 
tal expenditures. The company’s current drilling program is being financed from funds raised under flow-through 
share agreements with this shareholder. 


2. ACCOUNTING POLICIES 
Principles of consolidation 


The consolidated financial statements include the accounts of Peregrine Petroleum Ltd. and its wholly-owned subsidi- 
ary, Peregrine Petroleum Inc. 


Investment in significantly influenced company 


The investment in the Mosquito Creek Gold Mining Company Limited is accounted for by the equity method, by 
which the original cost of the shares is adjusted for the company’s proportionate share of earnings or losses less divi- 
dends received since significant influence was acquired. 


Petroleum and natural gas properties 


The company’s accounting policy is to capitalize acquisition costs attributed to petroleum and natural gas properties 
net of government incentives. When properties are surrendered, the costs are written off as an expense in the year of 
abandonment. Lease rentals are expensed when incurred. Costs of drilling and equipping successful exploratory and 
development wells are capitalized. Gains or losses on dispositions of petroleum and natural gas properties are in- 
cluded in income and the costs of dry holes and abandonments are expensed. 


Depletion and depreciation of the acquisition, exploration and development costs of producing properties and produc- 
tion equipment are calculated using the unit-of-production method, based upon proven recoverable reserves. 


Mining properties 


Acquisition costs and exploration and development expenditures relating to mining properties are deferred until the 
properties are brought into commercial production, at which time they are depleted on a unit-of-production basis, or 
until the properties are abandoned or sold, at which time the related costs are written off. 


Joint ventures 


Substantially all of the company’s exploration and production activities are conducted jointly with others and the 
accounts reflect only the company’s proportionate interest in such activities. 


Earnings per share 


Earnings per share are calculated using the weighted monthly average number of shares during the respective fiscal 
years. The effect of the exercise of potential conversion rights is anti-dilutive. 


Translation of foreign currencies 


Accounts maintained in foreign currencies have been translated into Canadian funds on the following basis: current 
assets, Current liabilities and long-term liabilities at the rate of exchange in effect at the year end; property and equip- 
ment, including depreciation and depletion thereon, at the rate at the time of acquisition, and revenues and expenses 
at the average rates for the year. Gains or losses from the translation of the accounts maintained in foreign currencies 
are reflected in the statement of earnings with the exception of unrealized gains and losses relating to long-term debt 
which are deferred and amortized over the life of the related debt. 


3. BANK LOAN 


Book debts, production proceeds from certain petroleum and natural gas properties and 2,000,000 shares in The 
Mosauito Creek Gold Mining Company Limited have been pledged as security for the bank loan, which bears interest 
at 1% % above the company’s bank’s prime lending rate. The interest rate at September 30, 1984 was 141/2% (1983 
- 12%) 


The company is negotiating with the bank as to repayment terms. 


Although the bank loan is subject to call on demand, the company does not anticipate repayment within the next 
twelve months. 


4. MARKETABLE SECURITIES 


The marketable securities consist of the following: 


1984 1983 
= $ # $ 
Tyee Lake Resources Ltd. (N.P.L.) ...........0... 56,000 3,920 56,000 15,680 
The Mosquito Creek Gold Mining 
SSE Ezines SIA ere 55,500 44,955 
3,920 60,635 


5. PROPERTY AND EQUIPMENT 


Accumulated 


depreciation 


Net book value 


Cost and depletion 1984 1983 
$ $ $ $ 
Petroleum and natural gas 
ZS 2S est 208 2 ee nT 1,608,369 325,926 1,282,443 1,953,375 
Production equipment.............. 361,929 —__: 108,690 ___ 253,239 ___ 295,949 
1,970,298 434,616 1,585,682 2,249,324 
Mineral 
PVEtS ES, 3 ee 9 ee re 21,400 21,400 698,810 
Production equipment.............. 163,632 
21,400 _ 21,400 862,442 
he steve | $f] 2 44,168 34,005 10,163 15,889 
1,567,245 3,127,605 


2,035,866 468,621 


6. INVESTMENT IN SIGNIFICANTLY INFLUENCED COMPANY 


As part of the July 1, 1984 joint venture agreement between The Mosquito Creek Gold Mining Company Limited 
(Mosquito Creek) and Hudson Bay Exploration and Development Company Limited (Hudson Bay), a subsidiary of 
Hudson Bay Mining and Smelting Co., Limited, the company has sold its 50% interest in the Mosquito Creek gold 
mining joint venture for a total consideration of 5,983,800 shares of Mosquito Creek, resulting in the company acquir- 
ing approximately 49% ownership of the issued and outstanding shares of Mosquito Creek. 


The agreement has resulted in the disposal of the company’s Mosquito Creek gold property and equipment as 
follows: 


a 


a 


$ 
Mosquito Creek shares received — atassigned value ............................... 639,878 
Consideration given, at net book value 
Mineral property: «a... 66 sek lek ee wee ee nlite foe cee eee nee 676,835 
Mineral equipment. -¢ 6... 666 co. eee oe oe ee ee 143,764 
Financecontract payable 2.60652. en) ce ee ee: 2 2 eee ener (102,977) 
Obligations under capital lease. 24.54.44 wes oe a ee (77,744) 


639,878 


The assigned value of the investment approximates the underlying net book value of the assets acquired. 


Hudson Bay agreed to expend $1,000,000 on the Mosquito Creek gold property and have the option of spending a 
further $4,000,000 on the property. After expending $5,000,000, Hudson Bay would earn a 50% interest in the Mos- 
quito Creek gold property. 


Subsequent to the year end, after having spent $1,000,000, Hudson Bay exercised its right to terminate the agree- 
ment as of January 14, 1985, leaving Hudson Bay with an undivided 10% interest in the property. 


7. DEBENTURE TO A SHAREHOLDER 


During the year ended September 30, 1983, the company issued a $1,500,000 floating charge debenture securing 
cash advanced by its major shareholder. The debenture bears interest at 1% above the company’s bank’s prime 
lending rate. The interest rate at September 30, 1984 was 14% (1983 — 12%). Although the debenture and accrued 
interest are subject to call on demand, the shareholder has agreed not to demand payment within the next twelve 
months. The debenture to the shareholder is convertible into common shares of the company up to the following 
dates at rates as follows: 


— One share for each $0.85 of principal and interest outstanding to December 22, 1984: 
— One share for each $0.95 of principal and interest outstanding to December 22, 1985; 
— One share for each $1.05 of principal and interest outstanding to December 22, 1986; 
— One share for each $1.10 of principal and interest outstanding to December 22, 1987. 


8. CAPITAL STOCK 


(a) Authorized — 
10,000,000 shares without nominal or par value 


1984 1983 
$ $ 
Issued and fully paid — 
4,755,262 Shares cc Ak ekosns Oe ee 4,632,110 4,632,110 
Earned but not issued under flow-through share agreement — 
473,680 shares” Sn. cage heels Ce ee 253,261 
4,885,371 4,632,110 


During 1983, the company issued 100,000 shares in exchange for certain Australian petroleum and natural gas pro- 
perties with an ascribed value of $92,000. 


(b) | Flow-through shares 
The company is committed to issue up to 800,000 shares under the terms of a flow-through share subscription 
agreement with the company’s president. 


Under the terms of the agreement, the company received $600,000 to be spent on behalf of the subscriber in 
exploring for and developing the company’s petroleum and natural gas properties. Shares are earned as the 
monies are spent on qualifying expenditures at the rate of one share for every $.75 of expenditure made. At 
September 30, 1984, $355,261 of the funds subscribed had been expended. 


10 


10. 


11. 


All grants receivable under Federal and Alberta Petroleum Incentives Programs and income tax deductions 
available as a result of these expenditures are for the account of the subscriber while the company retains title to 
the petroleum and natural gas properties and related reserves. As a result of the flow-through to the subscribers 
of the Petroleum Incentives Program payments and income tax benefits, the value at which the shares are iss- 
ued is less than the amount of funds initially subscribed and expended. 


RELATED PARTY TRANSACTIONS 


The company’s major shareholder and president is the major shareholder and president of Camac Explorations Inc. 
(Camac), Cormorant Resources Ltd. (Cormorant) and is also the president of The Mosquito Creek Gold Mining Com- 
pany Limited (Mosquito Creek), a publicly traded company in which the company has 49% of the shares. 


The company participates with Camac in the exploration and development of oil and gas properties. During the year, 
the company expended $13,600 (1983 - $26,000) on oil and gas properties in which Camac has an interest. The bal- 
ance owing to Camac, included in due to related parties, at September 30, 1984 is $454,013 (1983 - $410,506). This 
amount is non-interest bearing and has no fixed terms of repayment. 


The company participates with Cormorant in the exploration and development of petroleum and natural gas proper- 
ties. During the year, the company expended $273,086 (1983 - $101,923) on petroleum and natural gas properties in 
which Cormorant has an interest. The balance owing to Cormorant, included in due to related parties, at September 
30, 1984 is $1,004 (1983 - $51,345). This amount is non-interest bearing and has no fixed terms of repayment. The 
company received $22,500 (1983 - nil) as compensation for management services to Cormorant for the year. 


The advances from and prior years accrued interest payable to the company’s president are non-interest bearing and 
have no fixed terms of repayment. 


During the year, the company received $90,000 (1983 - $67,500) from Mosquito Creek as compensation for manage- 
ment services. At September 30, 1984 the company has a debenture and accrued interest receivable from Mosquito 
Creek of $248,093 (1983 - $591,413) as well as amounts owing to Mosquito Creek of $nil (1983 - $284,874). The 
company and Mosquito Creek during the year agreed to offset any amounts payable to Mosquito Creek and any fu- 
ture payables against the debenture receivable from Mosquito Creek. The debenture is receivable on demand and 
bears interest at the bank prime rate plus 11/2 %. The interest rate at September 30, 1984 was 1412 % (1983 -121%2%). 
The debenture is secured by a floating charge over mining properties and is convertible into common shares of 
Mosquito Creek up to the following dates at rates as follows: 


— One share for each $1.60 of any principal and interest outstanding to February 28, 1985; 
— One share for each $1.85 of any principal and interest outstanding to February 28, 1986. 


FUTURE INCOME TAXES 


The company has exploration and development expenditures of $740,000, foreign exploration and development ex- 
penditures of $2,250,000 and undepreciated capital cost of $734,000 which may be carried forward and utilized to re- 
duce future Canadian taxable income. 


REMUNERATION TO DIRECTORS AND OFFICERS 


The aggregate direct remuneration paid or payable by the company to the directors and officers of the company 
amounted to $31,200 (1983 — $30,400). 
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12. SEGMENTED INFORMATION 
United Consoli- 
Canada States Other dated 
$ $ $ $ 
1984 
SALES TO CUSTOMERS OUTSIDE 
THE ENTERPRISE 
MINING b.0 te ees el. cee i ee nner 659,503 659,503 
Oil and Gasen mn: eae. ne eee 422,216 37,404 459,620 
5 1,081,719 37,404 —_ 1,119,123 
SEGMENT OPERATING LOSS 
MininiG: ot hut = ee CO eee ee 253,769 253,769 
OilanG Gas eae eee cee a 35,941 817,760 853,701 
289,710 817,760 — 1,107,470 
GENERAL CORPORATE EXPENSE 
Interest: (net}ts S80 se. seis eee ae eee 411,405 
LOSS Flere bates ods ante oe co 1,518,875 
IDENTIFIABLE ASSETS 
Mining: 7 Re ates: eee nana ae ee 897,581 897,581 
Oll and: Gas2< 262 Ut aoc. eens 1,208,979 721,223 92,000 2,022,202 
2,106,560 721,223 92,000 2,919,783 
CAPITAL EXPENDITURES 
MININGS t 29928 tener oe er ae a 198,441 198,441 
Oil and'Gasy.. ease 2 a ree ee 426,817 18,056 444,873 
625,258 18,056 _ 643,314 
DEPRECIATION AND DEPLETION 
MINING Atthes: Saget ern el eer er 240,151 240,151 
Oil and Gass. ne ctr ee ere 42,435 17,262 59,697 
282,586 17,262 _— 299,848 
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1983 


SALES TO CUSTOMERS OUTSIDE 

THE ENTERPRISE 
MARINO so eid a hr ee 
UTA CCAS see Mi ari cori ee has 


SEGMENT OPERATING LOSS (PROFIT) 
UHC ere e rr on ah ys Ak 
DUAN aS we ale Sek es aa 


GENERAL CORPORATE EXPENSE 
ICKOSU(MCL Mant ty as 2. be odo Son 


MTINSD con 25 ys ee 


CAPITAL EXPENDITURES 
SANPTARS) sue St as ye rr 
COSMET He ESS 5 | bere ih een 


DEPLETION AND DEPRECIATION 
PAIR C MMP TE iy Whee eg poana 
EC CASM ea At 8 Peud he hs 


SUBSEQUENT EVENT 


ieoo.32) 
563,200 99,232 
Coec oe Do;202 
303,524 
(110,832) Sh Mey 
12,692 Snot 
1,624,700 
888,863 1,553,988 
2,013,063 Sas eiste 
1,034,655 
55,490 (Akers 
1,090,145 OST 
1,028,102 
Spey 40,027 
1,081 ,623 40,027 


92,000 


92,000 


92,000 


159595321 
618,432 


Zot os 


303,524 


(59,675) 


243,849 


327,661 


DiijolO 


1,624,700 
2,034,851 


4,159,551 


1,034,655 
219,147 


92,000 


I,20o,002 


1,028,102 
93,548 


DZ 1600 


On October 14, 1984, the company agreed to issue 1,333,333 flow-through common shares to the company’s presi- 


dent at $0.225 per share. 
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